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This matter comes before the Public Service Commission of South Carolina

("Commission") by way of the Application of Phonel, Inc ("Phonel" or the "Company")

requesting a Certificate of Public Convenience and Necessity authorizing it to provide

resold interexchange telecommunications services within the State of South Carolina.

The Company's Application was filed pursuant to S.C. Code Ann. §58-9-280 (Supp.

2006) and the rules and regulations of the Commission. By its Application, Phonel also

requests alternative regulation of its business interexchange services consistent with

Commission Orders, and waiver of certain Commission regulations.

The Commission's Docketing Department instructed Phone 1 to publish, one time,

a Notice of Filing in newspapers of general circulation in the areas of the state affected by

the Application. The purpose of the Notice of Filing was to inform interested parties of

the Application of Phonel and of the manner and time in which to file the appropriate

pleadings for participation in the proceeding. Phonel complied with this instruction and
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providedtheCommissionwith proof of publicationof theNotice of Filing. No Petitions

to Interveneor Protestswerefiled.

Subsequently,Phonel and ORSfiled a SettlementAgreementattachedheretoas

OrderExhibit 1.A hearingwasconvenedon March5, 2007,at 10:00a.m. in theoffices

of theCommissionin Columbia,SouthCarolina,beforeDavidButler,HearingExaminer.

Phonel was representedby JohnJ.Pringle,Jr., Esquire. TheOffice of RegulatoryStaff

("ORS") wasrepresentedby WendyB. Cartledge,Esquire.

JonLeath,Managerof theoperatorservicesplatformof the Company,testifiedin

support of the Company'sApplication, and adoptedthe prefiled testimonyof Geren

Andersonof the Company.The recordrevealsthat Phonel is a corporationorganized

under the laws of the Stateof Florida,which is registeredto transactbusinessin South

Carolinaasa foreigncorporation. Accordingto Mr. Leath,theCompanyseeksauthority

asa resellerof interexchangeservices.Mr. Leath explainedthe Company'srequestfor

authority, and the record further reveals the Company's services,operations,and

marketingprocedures.The Companyintendsto primarily marketinterexchangeservices

to payphonesandhospitalitylocationsthroughaggregators.Phoneldoesnot planto offer

servicesdirectlyto membersof thepublic at this time. TheCompanyholdsa Certificate

to operatein someforty different states.Mr. Leath also discussedPhonel's technical,

financial,andmanagerialresourcesto providetile servicesfor which it seeksauthority.

With regard to managementand technical capabilities, the Company's

Application and Mr. Leath's testimonyboth evidencethat Phonel's managementhas

extensiveexperiencein telecommunications,informationtechnology,regulatorymatters,
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and accountingand finance. Mr. Leath also testified that Phonel will operate in

accordancewith Commissionrules,regulations,guidelines,andCommissionOrders.Mr.

Leathofferedthat approvalof Phonel's Applicationwould servethepublic interest.

Mr. Leath,on behalf of the Company,requestsa waiver of 26 S.C.CodeAml.

Regs.103-610,since the Company'sbooks are maintained in Florida. Further, the

Companyrequestsan exemptionfrom recordkeepingpolicies that requiremaintenance

of financial recordsin conformancewith the Uniform Systemof Accounts("USOA").

BLC maintainsits booksin accordancewith GenerallyAcceptedAccountingPrinciples

("GAAP").

TheCompany'sfinancialresources,especiallyover the longterm,area sourceof

someconcern,eventhoughtheCompanyandORSagreedin their SettlementAgreement

filed November29, 2006 (Hearing Exhibit 1) that the Companyappearsto have the

financial resourcesnecessaryto provide the servicesproposedin its Application. (See

HearingExhibit 1at 3.) First, in theReportof IndependentRegisteredPublicAccounting

Firm datedMay 31, 2006,which wassubmittedto updatethe financialsin the original

Application,Rachlin Cohen& Holtz, LLP ("the accountingfirm") expressedthe opinion

that the net loss of $9,129,000andthe useof $2,921,000in cashfor the year ending

March 31, 2006 raised substantial doubt about the parent Company's

(PhonelGlobalwide,Inc.'s) ability to continueas a going concern.Additionally, the

accounting firm reported that although the parent Company was actively seeking

additional funding, the parentCompanycould not predict whether it would actually

obtain that funding, or if it did, whether the terms of that funding would be at terms
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favorableto theparentCompany. Theaccountingfirm alsopointedout thefact thatthe

Companyderived 56% of its revenuefrom one source in the last fiscal year. The

accountingfirm noted that the contractwith this customerexpired on December10,

2007,andmaynotbe renewed.

Mr. Leath testified that this approximately$9 million loss over the last

fiscal yearwasan improvementover the Company's$11 million lossin 2005,andthat

the Companybelievedthat its financeswould beevenmore improvedfor the fiscal year

ending March 31, 2007. Mr. Leathnotedthat the Companyhad cut manyof its prior

costsby eliminating offices in severalcities. Further,the Companyhad obtainednew

majorcustomers,suchasHawaii Telecom.In addition,the Companyhasdevelopednew

productsto market.With regardto thecontractwith onecustomer,Mr. Leathnotedthatit

waspossiblethatthecontractwouldnotbe renewed,but that it wasunlikely, considering

the fact that thecompanyinvolvedwouldhaveto convertlargeamountsof equipmentif

it decidedto contractwith someCompanyotherthanPhonel. TheCompanyvolunteered

to file quarterlyfinancialstatementswith this Commission.

After considerationof the applicablelaw, the Company'sApplication, and the

evidencepresentedat the hearing,the Commissionherebyissuesits findingsof fact and

conclusionsof law:

FINDINGS OF FACT

1. Phonel is organized under tile laws of the State of Florida as a

corporation, and is authorized to do business as a foreign corporation in South Carolina

by the Secretary of State.
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2. Phone 1 desires to operate as a provider of resold interexchange services in

South Carolina.

3. We find that Phonel possesses the managerial experience and capability to

operate as a provider, through resale, of interexchange services in South Carolina.

4. We find that the issuance of a Certificate of Public Convenience and

Necessity to Phonel to operate as a reseller of interexchange services in South Carolina

would be in the best interest of the citizens of South Carolina by providing more

innovative services.

5. Phonel requests a waiver of 26 S.C. Code Ann. Regs. 103-610. The

Commission finds Phone l's requested waiver reasonable and understands the potential

difficulty presented to Phonel should the waiver not be granted. Further, we find a

waiver of 26 S.C. Code Ann. Regs. 103-610 to be in the public interest. We also believe

that exemption from the policies that would require the Company to keep its records

under the USOA is reasonable.

6. The Company has the managerial and technical resources to provide the

services as described in its Application.

7. The Company, based on the financial records and balance sheets

submitted by it, possesses questionable financial resources to provide the services as

described in its Application, and certain reporting requirements as described below

should be imposed on the Company.
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CONCLUSIONS OF LAW

1. The Commission concludes that Phonel possesses the managerial and

technical resources to provide the telecommunications selwices as described in its

Application. However, the financial resources of the Company are in question. For the

purposes of awarding a certificate to Phonel, the Commission will recognize Leath's

testimony that indicated the Company will be furnishing a more positive financial

statement for the fiscal year ending March 31, 2007, and that the Company will continue

to cut costs, obtain new major customers and investors, and furnish new products to the

market as evidence of meeting the financial requirements of this Commission. However,

this Commission herein requires that the Company file quarterly financials (income

statement, balance sheet, and any other relevant financial documents) of the Company's

parent corporation Phone l Globalwide, Inc. beginning within thirty (30) days of issuance

with this Commission, with a copy being sent to the Office of Regulatory Staff. If ORS

files a Petition requesting relief, this Commission may require another proceeding to

assess the financial condition of this Company. If the Company's financial condition

continues to deteriorate fi'om the position discussed in the accounting firm's March 31,

2006, document, this Commission may consider, after further hearing, whether or not to

revoke the Certificate of Public Convenience and Necessity granted herein.

2. The Commission concludes that the issuance of the authority to provide

intrastate interexchange telecommunications services as requested by Phone l and as set

forth in its Application and Mr. Leath's testimony is in the best interests of the citizens of

the State of South Carolina.
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°

Necessity should be granted to Phonel to provide resold

telecommunications services.

4. The Commission adopts a rate design for Phonel

The Commission concludes that a Certificate of Public Convenience and

intrastate interexchange

for its residential

interexchange services, if any, which include maximum rate levels for each tariff charge.

A rate structure incorporating maximum rate levels with the flexibility for adjustment

below the maximum rate levels has been previously adopted by the Commission. 111Re:

Application of GTE Sprint Communications Corporation, etc., Order No. 84-622, issued

in Docket No. 84-10-C (August 2, 1984).

5. Phonel shall not adjust its residential interexchange rates for end-users, if

any, below the approved maximum level without notice to the Commission and to the

public. Phone 1 shall file its proposed rate changes, publish its notice of such changes, and

file affidavits of publication with the Commission two weeks prior to the effective date of

the changes. However, the public notice requirement is waived, and therefore not

required, for reductions below the maximum cap in instances which do not affect the

general body of subscribers or do not constitute a general rate reduction. In Re."

Application of GTE Sprint Communications, etc_, Order No. 93-638, issued in Docket No.

84-10-C (July 16, 1993). Any proposed increase in the maximum rate level for residential

interexchange services reflected in the tariff which would be applicable to the general

body of the Company's subscribers shall constitute a general ratemaking proceeding and

will be treated in accordance with the notice and hearing provisions of S.C. Code Am_.

§58-9-540 (Supp.2006).
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6. The Commission concludes that Phonel's intrastate interexchangebusiness

telecommunicationsservicesshall be regulatedin accordancewith the principles and

proceduresestablishedfor alternativeregulationof businessserviceofferingsset out in

OrderNos.95-1734and96-55in DocketNo. 95-661-C.TheCommissionhaspreviously

granted this "alternative regulation" to competitive intrastate interexchangecarriers

operatingwithin SouthCarolina,and the Commissionconcludesthat the competitive

marketplacerequiresthe Commissionto allow this flexible regulationto thosecarriers

which requestit. Specifically, the Commission-approvedalternativeregulationallows

businessserviceofferings,includingconsumercardservicesandoperatorservices,to be

subject to a relaxed regulatory scheme identical to that granted to AT&T

Communicationsin OrderNos.95-1734and96-55in DocketNo. 95-661-C.

However, pursuant to Order No. 2001-997 (Docket No. 2000-407-C), this

Commissionhasmodified alternativeregulationby the re-impositionof rate capswith

regard to certain "operator-assistedcalls" where a customerusesa local exchange

carrier's calling cardto completecalls from locationswhich havenot selectedthat local

exchangecarrier asthe toll provider. Order No. 2001-997,datedNovember8, 2001,

imposeda maximumcapof $1.75for operatorsurchargesfor suchcalls, andamaximum

capof $0.35relatedto the flat per-rninuterateassociatedwith thesecalls. Under this

relaxed regulatoryscheme,tariff filings for businessservicesshall be presumedvalid

upon filing. The Commission will have seven (7) days in which to institute an

investigationof any tariff filing. If the Commissioninstitutesan investigationof a
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particulartariff filing within thesevendays,thetariff filing will thenbe suspendeduntil

furtherOrderof theCommission.

7. We concludethatPhonel's requestfor waiverof 26 S.C.CodeAnn. Regs.

103-610shouldbe grantedas strict compliancewith the regulationwould potentially

causeunduehardship on that Company.We also grant exemptionfrom the policies

requiringtheuseof USOA.

8. The SettlementAgreementbetweenthe Companyand ORS shouldbe

approved.

IT IS THEREFOREORDERED,ADJUDGED,AND DECREEDTHAT:

1. A Certificateof Public ConvenienceandNecessityshouldbe grantedto

Phonel to provide intrastate interexchangeservicesthrough the resale of services

authorizedfor resaleby tariffs of carriersapprovedby the Commissionwithin the State

of SouthCarolina.

2. The Company's rate designs for its products shall conform to those

designsdescribedin Conclusionsof Law above.

3. If it hasnot alreadydonesoby the dateof issuanceof this Order,Phonel

shall file its revisedtariff. The revisedtariff shallbeconsistentwith the findingsof this

Orderand shall beconsistentwith the Commission'sRulesand Regulations,aswell as

theprovisionsof thePhonel-ORSSettlementAgreement.

4. The Company's service is subject to access charges pursuant to

CommissionOrder No. 86-584, in which the Commissiondeterminedthat for access

purposesresellersandfacilities-basedinterexchangecarriersshouldbetreatedsimilarly.
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5. With regard to the Company's resale of service, an end-user should be

able to access another interexchange carrier or operator service provider if the end-user

so desires.

6. Phonel shall resell the services of only those interexchange carriers or

LECs authorized to do business in South Carolina by this Commission. If Phonel

changes underlying carriers, it shall notify the Commission in writing.

7. With regard to the origination and termination of toll calls within the same

LATA, Phonel shall comply with the terms of Order No. 93-462, Order Approving

Stipulation and Agreement, in Docket Nos. 92-182-C, 92-183-C, and 92-200-C (June 3,

1993), with the exception of the 10-XXX intraLATA dialing requirement, which has

been rendered obsolete by the toll dialing parity rules established by the FCC pursuant to

the Telecommunications Act of 1996 (See, 47 CFR 51.209). Specifically, Phonel shall

comply with the imputation standard as adopted by Order No. 93-462 and more fillly

described in paragraph 4 of the Stipulation and Appendix B approved by Order No. 93-

462.

8. In addition to the financial filings required suRp_r__Phonel shall file annual

financial information in the form of annual reports and gross receipts reports as required

by the Commission. The annual report and the gross receipt report will necessitate the

filing of intrastate information. Therefore, Phonel shall keep financial records on an

intrastate basis for South Carolina to comply with the annual report and gross receipts

filings. The proper form for filing annual financial information can be found at the

Commission's website at www.psc.sc.gov/forms.asp or at the ORS's website at
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w.w.w.regulatorystaff.sc.gov. The title of this form is "Telecommunications Company

Annual Report." This form shall be utilized by the Company to file annual financial

information with the Commission and ORS and shall be filed no later than April 1_t.

Commission gross receipts forms are due to be filed with the Commission and

ORS no later than August 31 _t of each year. The proper form for filing gross receipts

information can be found at the ORS website at www.regulatorystaf_:sc.gov, and the

appropriate form is entitled "Gross Receipts Form."

Each telecommunications company certified in South Carolina is required to file

annually with the ORS the Intrastate Universal Service Fund ("USF") worksheet, which

may be found on the ORS's website at www.regulatorystaff.sc.gov. This worksheet

provides ORS information required to determine each telecommunications company's

liability to the State USF fund. The Intrastate USF worksheet is due to be filed annually

no later than August 15 th with the Commission and ORS.

9. The Company shall, in compliance with Commission regulations,

designate and maintain an authorized utility representative who is prepared to discuss, on

a regulatory level, customer relations (complaint) matters, engineering operations, tests,

and repairs. In addition, the Company shall provide to the Commission and ORS in

writing the name of the authorized representative to be contacted in connection with

general management duties as well as emergencies which occur during non-office hours.

Phone l shall file the names, addresses, and telephone numbers of these representatives

with the Commission within thirty (30) days of receipt of this Order. The "Authorized

Utility Representative Information" form can be found at the Commission's website at
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www.psc.sc.gov/forms.asp;this form shall be utilized for the provision of this

informationto theCommissionandORS.Further,theCompanyshallpromptly notify the

CommissionandORSin writing if therepresentativesarereplaced.

10. The Companyis directedto comply with all RulesandRegulationsof the

Commission,unlessa regulationis specificallywaivedby theCommission.

11. At thehearing,Phone1requestedawaiverof 26 CodeAnn. Regs.103-610

(Supp. 2006), which requires that recordsrequired by the Commission'sRules and

Regulationsbemaintainedin SouthCarolina.The CommissionfindsPhone1's requested

waiverreasonableandunderstandsthepotentialdifficulty presentedto Phone1shouldthe

waivernot begranted.TheCommissionthereforegrantstherequestedwaiver. However,

Phonel shallmakeavailableits booksandrecordsatall reasonabletimesuponrequestby

the Office of RegulatoryStaff, and Phonel shall promptly notify the Commissionand

ORSif the locationof its booksandrecordschanges.

12. Phonel alsorequeststhat it be exemptfrom recordkeepingpoliciesthat

requirea carrier to maintain its financial records in conformancewith the Uniform

Systemof Accounts.The USOA wasdevelopedby the FCC as a meansof regulating

telecommunicationscompaniessubjectto ratebaseregulation.As a competitivecarrier,

Phonel maintains its book of accounts in accordancewith Generally Accepted

AccountingPrinciples.GAAP is usedextensivelyby interexchangecarriersand other

competitivetelecommunicationscarriers.Accordingly, Phonel requestsan exemption

from the USOA requirements.We grantthe Company'srequestfor the reasonsstated

above.
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14.

15.

Commission.

The Settlement Agreement between Phone 1 and ORS is hereby approved.

This Order shall remain in full force and effect until filrther Order of the

BY ORDER OF THE COMMISSION:

ATTEST:

G. O'Neal Hamilton, Chairman

 @ cee,......
CI RobertMos y, " _ -dg_'_

(SEAL)
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BEFORE

THE PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 2006-260-C

November__, 2006

IN RE:

Application of Phonel, Inc. for a )

Certificate of Public Convenience and )

Necessity to Provide Resold and )

Operator Assisted Interexchange )

Telecommunications Services within )

The State of South Carolina and for )

Alternative Regulation First Granted in )
Docket No. 95-661-C )

SETTLEMENT AGREEMENT

This Settlement Agreement ("Settlement Agreement") is made by and among the

Office of Regulatory Staff ("ORS") and Phone 1, Inc., ("Phonel" or "the Company")

(collectively referred to as the "Parties" or sometimes individually as "Party").

WttEREAS, on August 21, 2006, the Company filed its application requesting a

Certificate of Public Convenience and Necessity to provide resold and operator-assisted

interexchange telecommunications services within the State of South Carolina, and for

alternative regulation for its interexchange services in accordance with the principles and

procedures established for alternative regulation in Docket No. 95-661-C, and as

modified by Order No. 2001-997 in Docket No. 2000-407-C.

WHEREAS, on September 6, 2006, the Public Service Commission of South

Carolina (the "Commission") issued a Notice of Filing and Hearing and set return dates
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for the hearing in the above captioned matter scheduled to be heard before a Hearing

Examiner on December 4, 2006;

WHEREAS, on October 23, 2006, Phonel pre-filed testimony of Geren Anderson

with the Commission;

WHEREAS, the purpose of this proceeding is to review the application filed by

the Company and its request for a Certificate of Public Convenience and Necessity;

WHEREAS, since the filing of the notice, ORS has conducted a review of the

technical, managerial, and financial expertise of the Company to provide such services;

WHEREAS, ORS has reviewed the application and the financial data provided by

the Company, and ORS has calculated certain perforrnance ratios based upon information

provided by the Company;

WHEREAS, ORS has investigated the services to be offered by the Company and

its intended customer service plans;

WHEREAS, ORS has reviewed the proposed tariffs submitted by the Company;

WHEREAS, as a result of its investigations, ORS has determined a) the Company

intends to operate as a reseller of existing interexchange carrier services, and to provide

direct dial and operator assisted interexchange services throughout the state; b) Phonel

will utilize facilities-based interexchange carriers, certified to operate within this state for

its underlying carrier, such as Qwest,,, and calls will be routed over switched access

facilities to the nearest underlying carrier's point-of-presence; the underlying carrier will

transport the calls to its switch and terminate calls over its own terminating network; c)

the Company does intend to offer prepaid calling cards; d) the officers of the Company

possess sufficient technical and managerial abilities to adequately provide the services
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applied for; e) based upon the information provided and the analysis performed, the

Company appears to have the financial resources necessary to provide the services

proposed in its application; f) certain revisions should be made to the Company's

proposed tariffs in order to comply with Commission statutes and regulations; g) the

services provided by the Company will meet the service standards required by the

Commission; h) to the extent it is required to do so by the Commission, the Company

will participate in the support of universally available telephone service at affordable

rates; mid i) the provision of interexchange services by the Company will not adversely

impact the public interest.

WHEREAS, to ensure compliance with the Commission's statutes and

regulations, the Parties have agreed to the following comprehensive settlement of all

issues in this docket.

WHEREFORE, in the spirit of compromise, the Parties hereby stipulate and agree

to the following terms and conditions:

1) The Parties agree to stipulate into the record before the Commission this

Settlement Aga'eement. The Parties also agree to stipulate to the pre-filed testimony of

Phonel Witness Geren Anderson who will be presented without cross-examination by

ORS;

2) Phonel agrees to submit into the record before the Commission revised

tariffs in accordance with ORS recommendalions which are attached hereto and

incorporated herein as Exhibit 1;

Page3 of 25
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3) The Parties agree that the Company should be granted a Certificate of

Public Convenience and Necessity to provide resold direct dial and operator-assisted

interexchange telecommunications services within the State of South Carolina ;

4) The Company has requested a waiver of 26 S.C. Code Ann. Regs. 103-

610 (location of books and records). However, S.C. Code Ann. §58-9-380 (as amended

by 2006 Acts No. 318) provides that:

Each telephone utility shall have an office in one of the counties of

this State in which its property or some pm-t thereof is located and

shall keep in such office all such books, accounts, papers and

records as shall reasonably be required by the Office of Regulatory
Staff. No books, accounts, papers or records required by the ORS

to be kept within the State shall be removed at any time from the

State except upon such conditions as may be prescribed by the
Office of Regulatory Staff.

ORS is agreeable to allowing the Company to maintain its books and records outside of

the State of South Carolina in exchange for the Company agreeing to provide access to

the Company's books and records. This provision of the Settlement Agreement shall not

be construed as a waiver by ORS of S.C. Code Ann. § 58-4-55 (Supp. 2005) or § 58-9-

1070 (as amended by 2006 Acts No. 318). ORS expressly reserves its rights to require the

production of books, records and other information located within or outside of the State

of South Carolina in order to carry out its duties and compliance with any state or federal

regulations.

5) The Company has requested a waiver of any Commission rules or

policies requiring a carrier to maintain its financial records in conformance with the

Uniform System of Accounts ("USOA"). The Company, acknowledges that S.C. Code

Ann. § 58-9-340 (effective May 24, 2006) provides that the ORS may, in its discretion,

and subject to the approval of the Commission, prescribe systems of accounts to be kept

Page 4 of 25
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by telephone utilities subject to the commission's jurisdiction and the ORS may prescribe

the manner in which the accounts shall be kept and may require every telephone utility to

keep its books, papers, and records accurately and faithfully according to the system of

accounts as prescribed by the ORS. The Company agrees to keep its books, papers, and

records in such a manner that permits ORS to audit its revenues and expenses for

compliance with programs such as but not limited to USF and Interim LEC funds and

gross receipts. The Company agrees to complete the USF Form, which is attached in its

current form as Exhibit 2, and as the form may be amended from time to time..

6) ORS does not oppose the Company's request that the Commission grant

the Company's request that its interexchange services be subject to alternative regulation,

in accordance with the principles and procedures established for alternative regulation in

Docket No. 95-661-C, and as modified by Order No. 2001-997 in Docket No. 2000.-407-

C.

7) Phonel agrees to resell the services &only those existing facilities-based

interexchange carriers authorized to do business in South Carolina by the Commission.

8) Phonel agrees that the Company will allow an end-user of resold services

to access an alternative interexchange carrier or operator service provider if the end-user

expresses such a desire;

9) The Company agrees to file necessary financial information with the

Commission and ORS for universal service fund reporting, annual reporting and/or gross

receipts reporting and remit fees as appropriate;

10) The Company agrees to comply with the verification regulations

governing change of preferred interexchange carriers as established by Federal

Page 5 of 25
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Communications Commission. In addition, the Company agrees to comply with the

marketing practices and guidelines established in Order No. 95-638.

11) The Company agrees to obtain a surety bond or certificate of deposit, in

the amount of $5,000, prior to offering or marketing any prepaid debit card service in the

State of South Carolina. The certificate of deposit shall be drawn on federal or state

chartered banks or savings and loan associations which maintain an office in South

Carolina and whose accounts are insured either by the FDIC or the Federal Savings and

Loan Insurance Corporation. A surety bond shall be issued by a duly licensed bonding or

insurance company authorized to do business in South Carolina.

12) ORS is charged by law with the duty to represent the public interest of

South Carolina pursuant to S.C. Code § 58-4-I0(B) (added by Act 175). S.C. Code § 58-

4-10(B)(I) through (3) read ill part as follows:

...'public interest' means a balancing of the following:
(1) concerns of the using and consuming public with

respect to public utility services, regardless of the class of customer;
(2) economic development and job attraction and retention in South
Carolina; mid

(3) preservation of the financial integrity of the State's public utilities

and continued investment in and maintenance of utility facilities so as to
provide reliable and high quality utility services.

ORS believes the Settlement Agreement reached among the Parties serves the

public interest as defined above;

13) The Parties agree to advocate that the Commission accept and approve this

Settlement Agreement in its entirety as a fair, reasonable and full resolution of all issues

in the above-captioned proceeding and to take no action inconsistent with its adoption by

the Commission. Tile Pro'ties further agree to cooperate in good faith with one another in

recommending to the Commission that this Settlement Agreement be accepted and

Page 6 of 25
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approved by the Commission. The Parties agree to use reasonable efforts to defend and

support any Commission order issued approving this Settlement Agreement and the terms

and conditions contained herein;

14) The Parties agree that signing this Settlement Agreement will not

constrain, inhibit, impair or prejudice their arguments or positions held in other collateral

proceedings, nor will it constitute a precedent or evidence of acceptable practice in future

proceedings, If the Commission declines to approve the Settlement Agreement in its

entirety, then any Party desiring to do so may withdraw from the Settlement Agreement

in its entirety without penalty or obligation;

15) This Settlement Agreement shall be interpreted according to South

Carolina law;

16) The above terms and conditions fully represent the agreement of the

Parties hereto. Therefore, each Party acknowledges its consent and agreement to this

Settlement Agreement by affixing its signature or by authorizing counsel to affix his or

her signature to this document where indicated below. Counsel's signature represents his

or her representation that his or her client has authorized the execution of the agreement.

Facsimile signatures and email signatures shall be as effective as original signatures to

bind any pm-ty. This document may be signed in counterparts, with the original signature

pages combined with the body of the document constituting an original and provable

copy of this Settlement Agreement. The Parties agree that in the event any Party should

fail to indicate its consent to this Settlement Agreement and the terms contained herein,

then this Settlement Agreement shall be null and void mid will not be binding on any

Party.

Page 7 of 25
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WE AGREE:

Representing the Office of Regulator), Staff

Wendy B. Cartledge, Esquire

Office of Regulatory Staff
Post Office Box 11263

1441 Main Street (Suite 300)

Columbia, SC 29211

Phone: (803) 737-0863
Fax: (803) 737-0800

Email: wcartle@regstaff.sc.gov

WE AGREE:

Representing Phone 1, Inc.

__. ........{t5 _ ii\

John J. Pringle, Jr., Esquire

Ellis, Lawhorne & Sims, P.A.
Post Office Box 2285

1501 Main Street, 5 th Floor

Columbia, South Carolina 29202

Phone: (803) 3343-1270

Fax: (803) 779-4749

Email: _ellislawhorne.com
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Phonel, Inc. Docket No. 2006-260-C

Exhibit V - Proposed Tariff - South Carolina Tariff No. 1

Aoolication for Interexchange (IXC) Authori .ty with Alternative
Regulation

Section 1 - Technical Terjn. s and Abbreviations - Original Pa_es 6__7:8 and 9-

Comment: Suggest adding "ORS" for the South Carolina Office of Regulatory
Staff_.__.

J_ T_e!eph0ne.q:.0r!gmal Page 8 - _ Telephone instruments provided by the Company,
_tstom er . _}_ oT-oth_ i)art-_, for use b_the _:_?

P_. Pay Tel_ws permit the user to place calls to other J2arties and bill such calls'

on a non sent-paid or sent-paid basis. To [acil#ate sent-paid calling, Pay Telephones can

b_eequipped wittL a Lcredit card reader, coin box, or similar device that allows_es to

the colle_Ac.t:ed_f_oreach call at the instrument. To facilitate sent -.-paid calling, Pa_y_
T__.e!ephones can be equipped with a credit card reader; coin box or similar device that

allows charges to be collected for each call at the b_strument:" Comment 1: Suggest
that the Company include a Confinement Institution Rate Schedule if this service,

will be provided or specify in the current offerin[Is which rate schedule will apply to

such, The Company's Application Narrative does not appear to mention the offerinr.

of Confinement Service. Comment 2: The term "Transient General PubliC' appears
in this section relative to Pay Telephone. Suggest that the Company make a
distinction between the services/rates for end user transient service and a_re_ato,-

service. In the event that they (the services and rates) apply to both classes of

customer, the Company must comply with the Orders issued by the Commissio.
_overnin_ End User applicability,

Section 2 - Rules and Regulations

2.5.2 - Payment for Service

2.5 - Billing and Payment for Service

2.5.2 l)O2)_=_Or]ginal Page 16 - "Charges fbcthirdpartv calls which are char_ed to a

domestic tt'lephone number will be included on the Billed Party's' local exchange

company bill pursuant to _ and collection agreements establisJwd by the Company
Or Itsi _ with the a_dicable telephone come, any." Comment: Sul_est that-

the Company ensure compliance with the requirement of call detail and othe, _

billing statement criteria per the Commission Rules and Regulations.
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Phonel, Inc. Docket No. 2006-260-C

Exhibit V - Proposed Tariff- South Carolina Tariff No. !

2.5;2 (E) - Ori ginal Page 16 - "Charges for credit card calls will be included on the

_:_ _ ut_zO_ __ Comment:

Suggest that the same criteria be adhered to as in the aforementioned subsection

(2.5.2 (D). Furthermore_ the Company is obligated to issue a consolidated billing,

statement containing all customer calls and the requirements for billing e

2.5.6 -- Return Check Charg_e--__l 7 - "The Company reserves the right to
assess a return-check charge Jzot tO exceed that allowed by applicable state law as

contained in S.C. Code Ann. 34..l l-70___whenever a check or draft presented for payment

of service is not accepted__..th_£e institution oj_kzwhic_h it is written. This charge at_plies
each lime a check is returned to the Company by a ban-kfor insuffi_ ient funds !_

__7_v_ _:_O_00_!iComment: Suggest that the Company
remove the last sentence. The amount is governed by the aibrementioned statute.

2.5.7 - Customer Complaints and/or Billing Disputes - Original.P__age 18 - "Customers

have the rig_..hilling disputes.and any other complaints to Company at 100 N.
Biscavne Boulevard, 2Y' Floor, Miami, Florida 33132_ or via telephong_by dialing_j:]-

866-674-6631...!fthe. CustomeJ__ and the ._ are unable to resolve the dispute to
__!isfaction, the Customer may file a complaint with _[ii_

Comment: Suggest that the Company revise the last sentence of this subsection by

removing references to the Public Service Commission and inserting the Office of
Regulatory Staff .(ORS). Furthermore_ the "rules of practice and procedure" text
should be removed. The address and phone numbers below should be utilized.

Office of Regulatory Staff
State of South Carolina

Consumer Services Division

P.O. Box 11263

Columbia_ SC 29211
Telephone Number -803-737-5230

Toll Free Number - 1-800-922-1531

Fax Number - 803-737-4750
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Phonel, Inc. Docket No. 2006-260-C

Exhibit V - Proposed Tariff- South Carolina Tariff No. 1

2.5.8 - Taxes and Fees

2.5.8.1- On_P_18 -- All state and . ;!4,_<,.,_:,_:y<_,_._;>.::_._,<_(_,e_<local taxes (t. e_}_ss,_rCgei_:_a_, sales tax
municipal utilities tax) are listed as separate line items on the Customer's bill and are

not included in the quoted rates and charges set forth il_.__zthis tari_ To the extent that a
municipality, other political subdivision or local agency of government or Commission

Lmposes upon and collects fi-om the Company a   o}a w aisR g ,.,- lle_,,, ca

tax, permit feeJranchtse ef_g_or _eig_a:_og_;)_. such taxes and flees shall, insofar as

practicable and allowed by law, be billed pro rata to the Customers receiving service

firm the Company within the territorial limits of such municipality, other political

subdivision or local agency of government." Comment: Suggest that Company

remove the term "gross receipts tax". This term is ambiguous and it may not
necessarily refer to gross receipts taxes assessed by the Public Service Commission

tbr regulation, if so_ the pass-through of such is not allowable in South Carolina as a

line item. This request would be consistent with treatment of other carriers' tariffs,

Furthermore, the term "regulatory fee" has become a parallel issue with "gross

receipts tax in many instances. Suggest that this term be removed. The Company
has more than adequate language in 2.5.8.1 and 2.5.8.2 to protect its interest. An

additional line item fee may not be imposed on an end user in the event_ for

examp!e_ the underlying carrier imposes certain wholesale fees to the Company. The
only acceptable means by which a Company may impose additional line items tees

would be if the PSC_ FCC_ Tax Commission or other entity imposed a fee upon the

carrier and the governmental entity specifically addressed the allowance of a pass
through.

2.10 - Responsibilities of Aggregators - Original Page 22 - Comment: Suggest that the

Company include a statement in this section of the tariff addressing the fact that an
"A_gre_ator" and "Aggregator Rates" either are or are not "End User" customer

rates. Furthermore_ give examples of the type of entities that Aggregator rates

i_)"r_a e_l_ _p_'___V_;__,_ " " gS ,' _"_'O"'''_'''""':".,'a'e'',:'.',',a'"_.'--r">'E,'d_,."_,ea,4,g{_._'_'_"g,':_...................g'_'*:,,>Comment-" . Su"=uest

removal of this paragraph. The Tariff is not the proper vehicle to address this type
of issue as it relates to compensation between the Company .and its Aggregator

customer. It would appear that the proper relief would be via a complaint with a
Regulatory Agency or a contract breech (is such exists) with the AggreRator.



OrderExhibit 1
Docket No. 2006-260-C

Order No. 2007-226

April 4, 2007

Page 13 of 25

Phonel, Inc. Docket No. 2006-260-C

Exhibit V - Proposed Tariff- South Carolina Tariff No. 1

2.13 -Validation of Credit - Original Page 24 - The Company reserves the _o
validate the creditworthiness .of Customers and billed parties through available

. er_tYcatzon pro cedm es. Wherefl,_Cusjot_}e_;s_cred_o_!_orthmess _s_unacceptqb!et 0 the

Co_,},, toe Co_n_.any m_._ require a dep.osit _¢_
__ o_r _ge_N_ _N_g_g Comm_ent:
Suggest that the Company remove or revise this subsection tO conform with the

available remedy allowable by the Public Service Commission Rules and

Regulations which is the imposition of a customer deposit (outlined in R.103-621)

and "Reasons for Denial and Disconnection of Service" ( outlined in R.103-625)

_.,14 - Marketing - Origina! .Page 24._z"As a telet?ho_z _ utility u_Lnderthe22ggu!ation of the
Public Service Commission of South Carolina, _idoes hereby assert a,ul aNrm that-as

a provider of intrastate telecommunications service, _ will not indulg__mte

in deceptive or misleading telecommunications marketing practices to the detriment of

consumers intoSouth Car____olina,mad the Cornpan)_ wi!l comply with those marketing
p17ocedures, if any, set forth by the Public Service Commission. Additionally, _I will be

responsible for the marketi_raetices of [its] contracted telemarketers for compliance

wtth thts orovtston. _understands that violation of this provision could result in a rule

to Show Cause as to the withdrawal off.cation to complete intrastate

telecommunications tra_c within the State of South Carolina." Comment: Suggest that
the Company remove the term "CTP' and utilize either "the Company" in this

Marketin_ clause or provide a further explanation of what "CTI" is and why it is
mentioned in the tariff.

Section 3 - Description of Services And Rates

3.1 - General - Original Page 25_-- "Phonel will provide direct dial to end users and

o_p_eratora ssist_.__edservices t_oentities ser_'j?z_./he t_;ansient public for communication.___ss
originating and terminating within the under the term............ _............... s qf th_ TariJ_."
Comment: Suggest that the Company ensure that this tariff applies to the State of
South Carolina since the State of Arkansas is referenced in the subsection. If the

Arkansas reference is a typographical error, please remove such and replace with
South Carolina.

3.8 - Toll Free Access Operator Services - Original Pa_es 29.30. 31 - Comment: These

subsections appear to offer three (3) different rate plans for Operator Assisted

Services by dialing a toll fi'ee number for access. The plans have different rates in

some of the elements. The Company should provide an explanation of the distinction
in the services (i..e. ,minimum usage qualifications, etc.). An additional table of

rates is found with basically the same Service Titles on Pages 42.43 and 44 which

have differing rates and options for call rating increments. Company should clarify

s these services are one in the same and which rates apply. Additionally, specify if
these services apply to end users or aggregators or both classes of customer.

4
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phonel_ Inc. Docket No. 2006-260-C

Exhibit V - Proposed Tariff- South Carolina Tariff No. 1

3.9 - Busy Line Verification Service- OriginalPage 32;. 3.10- Director__ Assistance -
OriRinal Page 33 - Comment: Company should examine the rate format in the tariff

and determine if these services are subject to a maximum schedule (Alternative
Regulation).

3.12 -- Bill Statement Fee- Origina! Page 33 - Comment: Company should offer a

paper billing (direct billing) alternative to the customer if a fee will be charged for

the option of LEC Billing. Customers should not be assessed a tee to receive a billinp.
statement from any Company unless it is an elective process on the part of the
customer.

3.14 - Aggregator Service - OriginalPage 34 - Comment: Company should exanaine

the rate format in the tariff and determine if these services are subiect to a

maximum schedule (Alternative Regulation). This service would appear to be a
business service sold to a payphone provider.

3.15 - Phonel Toll Services - Original Pages 35, 36, 37, 38, 39 - Comment: Company

appears to be offering prepaid calling/toll service in this subsection. Callin_ Card

Service is not subject to maximums per Alternative Regulation. The Company

should review these plans and remove maximums which are not applicable.
Additionaily_ the Company should be prepared to post a $5,000 surety bond for
prei_aid calling card services.

Section 4 -Current Rates

4.1 - Operator Services .- Original Pages 40 and 41 - Comment: Company should

ensure that if these services are applicable to Hospitality Operator Service

(Commission Order 88-612) that the rates comply with the allowable rate levels

Section 5 - Promotions

5.1- Promotions ....General .o Original Page 48 --"From time to time the Company shatl=gAat

its option, promote subscription or stimulate network usage by offering to waive some o_
all..... of the nonrecurring or recurri1_s_fc)r the Customer__(if_eli.=.__=._ibleo tar et

services for a limited duration_, not to exceed 90 days, or by offerinjL1)remiums ol22_. "unds

o_.q_vale._.Lt val___u.e_Sufh_'omotion___s shallbe made_.__availabte to all similarly situa_e_{
Customers in. the target market area All promotions -_Tzll_e filed ;vith

prtor to _ them [o customem" - Comment: Company should revise the last

sentence to state that promotions will be filed with the Commission and the Office of
Regulatory Staff (ORS).
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South Carolina Universal Service Fund Contribution Worksheet

Contributor Identification Information:

101. Legal name of reporting entity:

102. IRS employer identification number:

103. Name telecommunications service provider is doing business as if different than

shown above:

104. Complete mailing address of reporting entity:

105. Individual who completed this worksheet:

106. Telephone number of individual completing the worksheet:

107. E-mail address for individual completing the worksheet:

108. Fax number of individual completing the worksheet:

109. Address that Universal Service Fund bills should be sent:

110. Contact person at your Company for Universal Service Fund billing
questions:

111. Telephone number for individual provided in Item 110:

112. E--mail address for individual provided in Item 110:
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South Carolina Universal Service Fund Contribution Worksheet

Certification of Revenues:

113. Revenues:

(a)Total Intrastate End User Operating Revenues in South Carolina for 12
months period ending 12/31/2005:

(b)Total Interstate End User Operating Revenues in South Carolina for 12
months period ending 12t31/2005:

(c)Total Intrastate and Interstate End User Operating Revenues in South
Carolina for 12 months period ending 12/31/2005:

114. Certification of Report: I certify that I am an officer of the above named reporting
entity, that I have examined the foregoing report and to the best of my knowledge,
information, and belief, all of the statements in this Contribution Worksheet are true and

that said Worksheet is an accurate statement of affairs of the above named Company
for the time period of covered in this report.

Signature:

Printed name of Officer signing above:

Position of Officer signing above:

Date:

SWORN TO AND SUBSCRIBED BEFORE ME

this the day of ..... 20

NOTARY PUBLIC for

My Commission Expires:
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Who Must File:

As required by the South Carolina Public Service Commission Order # 2001-996, each carrier
must file on an annual basis the information necessary to allow the Administrator to calculate the
carrier's contribution.

When and Where to File:

Contribution Worksheets must be sent to:

SC Universal Service Fund Administrator

c/o South Carolina Office of Regulatory Staff
1441 Main St. Suite 300

Columbia, SC 29201

Each Carrier must file on an annual basis the infomlation necessary to allow the Administrator to

calculate the carrier's contribution. These filings are due on August 30, 2006, reporting data as of
December 31, 2005.

Revenue Reporting General Instructions:

The purpose of this report is to establish the company's Net Universal Service Fund contribution

revenue from operations in South Carolina, The reporting format is desigmed, however, to
include all revenues of a company conducting telecommunications operation in South Carolina.

Inclusion of non-South Carolina revenues is to assist the Administrator in determining that all
revenues have been included in the report and to simplify the audit process. As such, all revenues
must be categorized as either End User (retail) from South Carolina operations, End User from

non-South Carolina Operations or Carrier's Carrier (wholesale) for USF reporting purposes.

For South Carolina reporting purposes, companies nmst report booked gross revenues from all

sources, including non-regulated and nontelecommunications services on Lines 201 through 217
and these must add to total gross revenues as reported on Line 218.

Reported revenues shall include account set-up, connection, service restoration, termination and
other non-recurring charges. These charges should be reported on the same line that the filer

reports any associated recurring revenue, For example, an early termination charge for a long
distance private line service would be reported as revenue on Line 2 I0. Deposits are not revenuer

Gross revenues should include revenues derived from the activation and provision of interstate,
international, and intrastate telecomnmnications and non-telecommunications sen'ices. Gross

revenues consist of total revenues billed to customers during the filing period with no allowances
tbr uncollectibles, settlements, or out-of-period adjustments. Gross revenues should include

collection overages and unclaimed refhnds for teleconnnunications services when not subject to
escheats, Gross revenues should n_p_otbe reported net of related expenditures. Reported revenues

should tie directly to the books and records (e,g. general ledger/trial balance) of the reporting
entity and not include estimates developed and reported by NECA or other reporting entities,
Gross revenues also should include any surcharges on telecommunications services that are billed
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to tile customer and either retained by the filer or remitted to a non-government third party under
contract.

Gross revenues should exclude taxes and any surcharges that are not recorded on the company

books as revenues but which instead are remitted to government bodies. Note that any charge
included on the customer bill and represented to recover or collect contributions to federal or state

universal service support mechanisms must be shown separately on Line 201. Other surcharges
treated as revenues should be inchlded in the revenue categories on which the surcharges were
levied.

Permissible Exceptions_

An entity is not required to impute or report revenues for services provided to itself or to wholly
owned affiliates unless: 1) it is required to record such revenues for some other federal or state
regulatory purpose; or 2) the filer is providing service to an affiliate for resale and the affiliate is
not a direct universal contributor.

Use of Estimates:

If revenue category breakout cannot be determined directly from corporate books of account or
subsidiary records, tilers may provide on the Worksheet a good-faith estimate of the breakout.

Detailed calculation of any such estimates must accompany the Worksheet and clearly describe
all assumption used in their calculation. Filers may not simply report all revenues on one of the
"other revenue" lines.

,Mergers:

Where two contributors have merged prior to the filing date, the successor company should report

total revenues for the reporting period for all predecessor operations. The two contributors,
however, should continue to report separately if each maintains separate corporate identities and

continue to operate independently. Where an entity obtains, through purchase, merger or transfer,

the telecommunications operations or customer base of a telecommunications provider during the
calendar year, it must report all telecommunications revenues associated with such operations or
customer base including revenues billed in the calendar year prior to the date of acquisition.
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Line 201 -- Itemized charges levied by the reporting entity in order to recover contributions to

state and federal universal service support mechanisms should be reported on Line 201. Any
charge that is identified on a bill as recovering contributions to universal service support
mechanisms must be shown on Line 201 and should be identified as either interstate or intrastate
revenues, as appropriate.

Line 202 -- Monthly service, local calling, connection charges, vertical features, and oilier local

exchange services should include the basic local service revenues except for local private line
revenues, access revenues, and revenues from providing mobile or cellular services. This line

should include charges for optional extended area service, dialing features, local director 3,
assistance, added exchange services such as automatic number identification (ANI) or
teleconferencing, LNP surcharges, connection charges, charges for connecting with mobile
service and local exchange revenue settlements.

Line 203 -- Line 203 should include charges to end users specified in access tariffs, such as
tariffed subscriber line charges and PICC charges levied by a local exchange carrier on customers

that are not presubscribed to an interexchange carrier (i.e., a no-PIC customer). However, Line

203 should not include charges to end users for special access sel_,'ices (which are reported on
Line 204). Telecommunications providers that do not have subscriber line charge o1"PICC tariffs

on file with the Commission or who are not reselling such tariffed charges, should report $0 on
Line 203.

Line 204 -- Local private line and special access service should include revenues from providing
local services that involve dedicated circuits, private switching arrangements, digital subscriber

lines, and/or predefined transmission paths. Line 204 should include revenues from special access
lines resold to end users unless the service is bundled with, and charged as part of a toll service,
in which case the revenues should be reported on the appropriate toll service line. Report on Line
204 revenues fi'om offering dedicated capacity between specified points even if the service is
provided over local area switched ATM or fran:e relay networks.

Line 205 -- Line 205 should include revenues received from customers paid directly to the
payphone service provider, including all coin-in-the-box revenues. Do not deduct commission

payments to premises' owners. Note that the revenues associated with access line services
(PTAS) provided to payphone service providers as well as the revenues associated with federal

subscriber line charges associated with this access line service should be reported as Carrier's
Carrier (Wholesale) revenues.

Line 206 -- Other local telecommunications service reventles should include local
telecommunications service revenues that reasonably would not be included with one of the other
fixed local service revenue categories.

Line 207 -- This line should include revenues (excluding international) from prepaid calling cards
provided either to customers or to retail distributors. Revenues should represent the amounts

actually paid by customers (face value) and not the amounts paid by distributors or retailers, and
should not be reduced or adjusted for discounts provided to distributors or retail establishments.

All prepaid card revenues are classified as end-user revenues. For purposes of completing this
Worksheet, prepaid card revenues should be recognized when the cards are sold.
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Line 208 - Interstate and intrastate operator and toll calls with alternative billing arrangements
should include all calling card or credit card calls, person-to-person calls, and calls with

alternative billing arrangements such as third-number billing and collect calls that both originate
or terminate in a U,S+ point. This line should include all charges from interstate and intrastate toll

or long distance directory assistance. All revenues from international calls should be reported on
line 217+ Line 211 should include revenues from all calls placed from all coin and coinless,

public and semi-public, accommodation and prison telephones, except that calls that are paid for
via prepaid calling cards should be included on Line 207 and calls paid for by coins deposited in
the phone should be included on Line 205.

Line 209 -- Ordinary long distance and other" switched toll services should include all long
distance message revenues except for amounts reported on Lines 205,207, 211, or 216. Line 209

should include ordinary message telephone service (MTS), WATS, subscriber toll-free, 900,
"WATS-Iike," and similar switched services. This category includes most toil calls placed for a
fee and should include flat monthly charges billed to customers, such as account maintenance

charges, PICC pass-through charges, package plans giving fixed amounts of toll minutes, and
monthly minimums. However, where customers are charged single rate for a combined local and
long distance service, all revenues for such service should be reported on Line 202.

Line 210 -- Long distance private line service should include revenues from dedicated circuits,
private switching arrangements, and/or predefined transmission paths, extending beyond the basic
service area. Line 210 should include frame relay and similar services where the customer is

provided a dedicated amount of capacity between points in different basic service areas. Any
revenues from international service should be excluded here and reported on line 216.

Line 211 -- All other long distance services (excluding international) should include all other

revenues from providing long distance communications services. Line 211 should inch, de toll
teleconferencing. Line 211 should include switched data, flame relay and similar services where

the customer is provided a toll network service rather than dedicated capacity between two points.

212 -.., Universal service support revenues should include all amounts that fliers receive as

universal service support from either states or the federal government. Line 212 should include as

revenues Lifeline Assistance reimbursement for the waived portion of subscriber line,
presubscribed interexchange carrier charges or credits for subsidized services provided to schools,
libraries, and rural health care providers. Line 212 should include amounts received as cash as
well as mnounts received as credit against contribution obligations. Line 212 should not include

any amounts charged to customers to recover universal service or similar contributions.

I,ine 213 - Include revenues from the provision of broadband (including DSL and cable TV
Program transmissions) services. These revenues are excluded fiom the calculation of Net
Universal Service Fund revenue.

Line 214 -_- Data reported on this line should contain mobile service revenues other than toll

charges to mobile service customers. Charges associated with mobile service provided to resellers
should not be included on this line. For services provided to end users, Line 214 should contain

monthly charges, activation fees, sen, ice restoration, and service order processing charges, etc.
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End-user prepaid wireless service revenues attributable to activation and daily or monthly access
charges should be reported on Line 214.

Line 215 -- Message chalges, including any roaming charges assessed on customers for calls

placed out of customers' home areas and local directory assistance charges. End-user prepaid
wireless service revenues attributable to airtime should be reported on Line 215, Itemized toll

charges to mobile service customers should be included in the Lines 210, 211 or 216, as
appropriate.

Line 216 - Line 216 should include all revenues derived from the provision of international

communications services. International services are defined as any call which originates or
terminates at a point outside of the United States, regardless of its transmission path.

217 -- Line 217 should include all non-telecommunications service revenues on the reporting
entity's books, as well as some revenues that are derived from telecommunications..related
functions, but that should not be included in the universal service or other fund contribution

bases. For exmnple, infolxnation services offering a capability for generating, acquiring, storing,
transforming, processing, retrieving, utilizing, or making available information via

telecommunications are not included in the universal service or other fund contribution bases,

Information services do not include any use of any such capability for the management, control,
or operation of a telecommunications system or the management of a telecommunications
service. Information services also are called enhanced services because they are offered over

transmission facilities used in interstate communications and employ computer processing
applications that act on the format, content, code, protocol, or similar aspects of the subscriber's

transmitted information; provide the subscriber additional, different, or restructured information;
or involve subscriber interaction with stored information, For example, call moderation and call

transcription services are information services. These services are exempt from contribution
requirements and should be reported on Line 217, Line 217 should include revenues from

published directory and ca_Tier billing and collection services. Line 217 should include revenues

from the sale, lease, installation, maintenance, or insurance of customer premises equipment
(CPE). Line 217 should include inside wiring charges and inside wiring maintenance insurance.
Line 217 should include the sale or lease of transmission facilities, such as dark fiber or bare

transponder capacity, that are not provided as part of a telecommunications service or as a LINE.
Line 217 should include pole attachment revenues. Line 217 should include revenues from

providing open video systems (OVS), cable leased access, and direct broadcast satellite (DBS)
services. Line 217 should include late payment charges and charges (penalties) imposed by the

company for customer checks returned for non-payment. Line 217 should not include any
revenues from the provision of broadband (including DSL and cable TV Program transmissions)
services° All revenues from the provision &broadband services should be reported on Line 213.

Line 219 - Reflects the gross amount includable in Net Universal Service Fund contribution
revenue. This number is the total of Lines 201 through 21 I,

Line 220 -_ Show the uncollectible revenue/bad debt expense associated with gross billed

revenues amounts reported on Line 218. This should be the amount reported as bad debt expense
in the filer's income statement for the year. Note that it will include uncollectibles associated

with all revenue on the flier's books (Line 218), covering carrier's carrier revenues, end-user
telecommunications revenues and revenues reported on Lines 212 through 217. The contributor's
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uncollectible revenues/bad debt expense should be calculated in accordance with Generally
Accepted Accounting Principles. Thus, uncollectibles should represent the portion of gross billed

revenues that the contributor reasonably expects will not be collected. Note that uncollectibles
may not include any amounts associated with unbillable revenues. Filers that operate on a cash
basis should report $0 on flais line.

Line 221 -- Show the portion of tile uncollectible revenue/bad debt expense reported on Line 220
that is associated with just the universal service contlibution base amounts reported on Line 219.

Filers that maintain separate detail of uncollectibles by type of business should rely on those
records in determining the portion of gross uncollectibles reported on Line 220 that should be
reported on Line 221. Filets that do not have such detail should make such assignments in

proportion to reported gross revenues. Filers must be able to document how the amounts reported

on Line 221 relate to the uncollectible revenue/bad debt expense associated with gross billed
revenues reported on Line 219.
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